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ARIZONA CORPORATION COMMISSION

DATE: FEBRUARY 25, 2008

DOCKET NO : W-04286A-04-0774

TO ALL P ARTIES  :

Enclose d ple a se  find the  re comme nda tion of Adminis tra tive  La w Judge  Dwight D,
Nodes . The  recommenda tion has  been filed in the  form of an Opinion and Order on:

KACY P ARKER db  ARROYO WATER COMP ANY
(S ALE OF As s ETs l

Pursuant to A.A.C. R14-3-110(B), you may tile  exceptions  to the  recommenda tion of
the  Adminis tra tive  Law Judge  by filing an origina l and ten (10) copies  of the  exceptions  with
the  Commission's  Docke t Control a t the  address  lis ted be low by 4:00 p.m. on or be fore :

MARCH 5, 2008

The  e nclose d is NO T a n orde r of the  Commis s ion, but a  re comme nda tion of the
Adminis tra tive  Law Judge  to the  Commissioners . Considera tion of this  matte r has te nta tive ly
been scheduled for the  Commission's  Working Session and Open Meeting to be  he ld on:

MARCH 11, 2008 a nd MARCH 12, 2008

For more  informa tion, you ma y conta ct Docke t Control a t (602) 542-3477 or the
He a ring Divis ion a t (602) 542-4250. For informa tion a bout the  Ope n Me e ting, conta ct the
Executive  Secre ta ry's  Office  a t (602) 542-3931.
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BEFORE THE ARIZONA CORPORAATION COMMISSION

MIKE GLEASON, Chairman
WILLIAM A. MUNDELL
JEFF HATCH~MILLER
KRISTIN K. MAYES
GARY PIERCE

IN THE MATTER OF THE AP P LICATION OF
KACY P ARKER db  ARROYO WATER
COMP ANY FOR A CERTIFICATE OF
CONVENIENCE AND NECES S ITY TO P ROVIDE
WATER S ERVICE AND FOR AP P ROVAL OF
THE S ALE OF AS S ETS  TO KACY P ARKER.

DOCKET no. W-04286A-04-0774

DECIS ION no.

O P INIO N AND O R DE R

June 12, 2007

P hoe nix, Arizona

Dwight D. Node s

Mr. Kyle  Pa rke r, on be ha lf of Applica nt; a nd

Mr. Ke vin O. Torre y, S ta ff Attorne y, Le ga l Divis ion, on
b e h a lf o f th e Utilitie s Div is io n  o f th e  Ariz o n a
Corpora tion Commiss ion.

1

2 COMMIS S IONERS

3

4

5

6

7

8

9

10
11 DATE OF HEARING:

12  P LACE OF HEARING:

13 ADMINIS TRATIVE LAW J UDGE:

14  AP P EARANCES :

15

16

17
On Octobe r 19, 2004, Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc. ("Applica nt," "Arroyo

18 W a te r" o r "C o m p a n y") file d  a n  a p p lic a t io n  with  th e  Ariz o n a  C o rp o ra t io n  C o m m is s io n

19 ("Commiss ion") in the  a bove -ca ptione d docke t for a  ne w Ce rtifica te  of Conve nie nce  a nd Ne ce ss ity

20 ("CC&N") a nd for a pprova l of the  s a le  of the  Compa ny's  a s s e ts  to Ka cy P a rke r ("CC &N/Tra ns fe r

21 Docke t").
22

By P roce dura l Orde r is sue d April 19, 2005, the  Commiss ion's  Utilitie s  Divis ion ("S ta ff") wa s

23 dire cte d to tile a  S ta ff Re port by June  3, 2005, a ddre ss ing the  owne rship a nd ope ra tiona l s ta tus  of

24 Arroyo Wa te r, a s  we ll a s  a ny ongoing is sue s  with re spe ct to Arizona  De pa rtme nt of Environme nta l

25 Qua lity ("ADEQ") compliance  and S ta ff"s  recommenda tion rega rding the  proposed transfe r of a sse ts

26 and is suance  of a  CC&N to Kacy Pa rke r db Arroyo Wa te r Company.

21 By P roce dura l Orde r is s ue d J une  2, 2005, S ta ff wa s  gra nte d a n e xte ns ion to file  its  S ta ff

B Y THE  C O MMIS S IO N:

1



s

4

DOCKET NO. W-04286A-04-0774

1 Re port until June  24, 2005. Arroyo Wa te r wa s  orde re d to file  a  re sponse  to the  S ta ff Re port by July

2 ll, 2005 .

3 On June  24, 2005, S ta ff filed its  S ta ff Report s ta ting additiona l infonna tion was  needed from

4 Arroyo Wa te r be fore  S ta ff could comple te  its  re vie w a nd is s ue  a  re comme nda tion re ga rding the

5 applica tion. Arroyo Wate r fa iled to re spond to the  S ta ff Report a s  orde red.

6 By P roce dura l Orde r is s ue d Fe brua ry 10, 2006, Arroyo Wa te r wa s  a ga in orde re d to file  a

7 re sponse  to the  S ta ff Re port, this  time  by no la te r tha n Fe brua ry 24, 2006. Arroyo Wa te r a ga in fa ile d

8 to respond to the  directives  in the  Procedura l Order.

9 By P roce dura l Orde r is sue d Ma y 17, 2006, S ta ff wa s  dire cte d to file  a  re comme nda tion for

10 a ppropria te  a ction to be  ta ke n in this  ma tte r including, but not limite d to, pursuing a n Orde r to S how

18

19 re que s ts .

20 On Februa ry 15, 2007, Arroyo Wa te r filed a  Gila  County Resolution granting the  Company a

21 15-year franchise  to opera te  in the  County.

22 On March 16, 2007, S ta ff file d a  S ufficie ncy Le tte r indica ting tha t Arroyo Wa te r's  a pplica tion

23 met the  sufficiency requirements  in the  Arizona  Adminis tra tive  Code .

24 By Procedura l Order issued April 4, 2007, a  hearing was scheduled for June  12, 2007, and the

25 Applicant was  directed to publish and ma il to each of its  cus tomers  notice  of the  applica tion and the

26 he a ring da te .

27 On Ma y l4,2007, S ta ff file d a  S ta ffReport and Direct Tes timony of Ble ss ing Chukwu.

28 On June  5, 2007, Arroyo Wa te r file d a  numbe r of docume nts  in support of its  a pplica tion in

11 Cause  aga inst Arroyo Water.

12 On Ma y 31, 2006, S ta ff file d a  Re s pons e  indica ting tha t it inte nde d to re que s t a n Orde r to

13 Show Cause against the  Company.

14 On De ce mbe r 6, 2006, S ta ff file d a n Ins ufficie ncy Le tte r s e tting forth the  s pe cific a re a s  in

15 which S ta ff deemed the  Company's  applica tion to be  de ficient.

16 O n  De c e mb e r 2 2 ,  2 0 0 6 ,  Arro yo  W a te r file d  d o c u me n ta tio n  in  re s p o n s e  to  S ta ffs

17 Ins ufficie ncy Le tte r.

On Fe brua ry 7 , 2007 , the  Compa ny file d  a dditiona l in forma tion  in  re s pons e  to  S ta ffs

2 DECIS ION NO.
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DOCKET no. W-04286A-04-0774

* * * * * * * * * *

FINDINGS  OF FACT

1 this  proceeding.

2 On June 8, 2007, the Company filed copies  of correspondence between the Parkers  and Staff,

3 and between Gila  County and Kacy Parker.

4 The hearing was  held on June 12, 2007, as  scheduled, before a  duly authorized Adminis trative

5 Law Judge.

6 On July 30, 2007, the  Applicant filed a  le tte r and supporting documents  re la ted to a  drinking

7 water ana lys is  performed by Legend Technica l Services  of Arizona , Inc.

8 On Octobe r 22, 2007, the  Applicant filed a  le tte r from Kacy Pa rke r, a long with a  number of

9 a tta chme nts , de s cribing a ctions  ta ke n by the  Compa ny s ince  April, 2007, to comply with S ta ff

l0 re comme nda tions  .

l l On De ce mbe r 21, 2007, the  Applica nt file d a  le tte r from Ka cy P a rke r s ta ting tha t is s ue s

12 re la ted to the  Jake 's  Comer sys tem have  been resolved, and tha t the  Company is  now in compliance

13 with ADEQ requirements .

14 On Februa ry l, 2008, the  Company filed a  le tte r s ta ting tha t the  Franchis e  it re ce ived from

15 Gila County was  due to expire on February 6, 2008, because the Franchise was  issued on February 6,

16 2007, and was  contingent on Arroyo Water rece iving a  CC&N from the  Commiss ion within one  year.

17 On February 5, 2008, Staff filed a  Response to the Company's  le tter s tating that Staff does  not

18 oppos e  giving the  Company 365 days  from the  da te  of this  Decis ion to obta in a  new Gila  County

19 Fra nchis e .

20

21 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

22 Commiss ion finds , concludes , and orders  tha t:

23

24

25 l. Arroyo Wa te r Compa ny, Inc., is  a n Arizona  public s e rvice  corpora tion e nga ge d in

26 providing wa te r utility s e rvice  to approximate ly 86 cus tomers  in a  portion of Gila  County. According

27 to re cords  on tile  with the  Commis s ion's  Corpora tions  Divis ion, Arroyo Wa te r is  in good s ta nding

28 (Ex. S-2, Staff Report a t 1).

Background

3 DECIS IO N no .
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2. Arroyo Wa te r is  the  s ucce s s or-in-inte re s t to Arroyo Wa te r Compa ny, Inc., db Tonto

Ba s in Wa te r Compa ny ("Tonto Ba s in"), a  de funct public s e rvice  corpora tion owne d a nd pre vious ly

1

2

3 ope ra te d by Richa rd Willia m s on (Id. a t l-2 ) .

4 3 . In  De c is ion  No.  60902 (Ma y 22,  1998),  the  Com m is s ion  orde re d  Tonto  Ba s in ,  S he e r

S pe e d, Inc. ("S he e r S pe e d")1, to a ppe a r be fore  the  Commis s ion a nd s how ca us e  why the  Commis s ion

6 s h o u ld  n o t im p o s e  fin e s  a n d /o r o th e r s a n c tio n s  o n  To n to  Ba s in  fo r fa ilu re  to  c o m p ly with  La w,

7 Com m is s ion Rule ,  a nd Com m is s ion Orde r.  A he a ring on the  Orde r to  S how Ca us e  wa s  he ld on J uly

8

5

16, 1998.

9 In  De c is io n  No .  6 1 1 4 9  (O c to b e r 7 ,  1 9 9 8 ),  To n to  Ba s in  wa s  o rd e re d  b y th e

10 Commis s ion to re s olve  ce rta in proble ms  within 60 da ys . The  s pe cifie d proble ms  we re  re la te d to

l l de linque nt prope rty ta xe s , de linque nt pa yme nt of e le ctric bills , re s olution of ma in e xte ns ion a nd

12 me te r is s ue s , re s olution of compla ints  re ga rding a n ina bility of cus tome rs  to conta ct the  compa ny,

13 a nd a  re quire me nt tha t Tonto Ba s in a pply for a  CC&N. De cis ion No. 61149 a ls o re quire d Tonto

14 Ba s in to s ubmit wa te r s a mple s  re quire d by ADEQ. The  Commis s ion impos e d $2,300 in fine s  on

15 Tonto Ba s in.

16 5. On De ce m be r 22, 1998, a  P roce dura l Orde r wa s  is s ue d in  Docke t No. W-02337A-98-

17 0 2 3 8  ("C o m p lia n c e  Do c ke t")  s c h e d u lin g  a  h e a rin g  to  d e te rm in e  wh e th e r  Mr.  W illia m s o n  h a d

18 com plie d  with  the  d ire c tive s  s e t forth  in  De c is ion  No. 61149.  At the  com m e nce m e nt of the  he a ring

19 he ld  on  J a nua ry ll,  1999,  Mr.  Willia m s on provide d  a  le tte r ind ica ting  tha t the  s tock of Tonto  Ba s in

20 wa s  pa rt of Mr. Willia mson's  ba nkruptcy e s ta te .

21 6. In De cis ion No. 61892 (Augus t 27, 1999), the  Commis s ion found tha t Tonto Ba s in

22 ha d s a tis fie d s ome , but not a ll, of the  proble ms  de s cribe d in De cis ion No. 61149. As  a  re s ult, the

23 Commiss ion orde re d Tonto Ba s in to, within 90 da ys  of the  De cis ion: pa y the  $2,300 a dminis tra tive

24 fine , s olve  ongoing billing proble ms , re s olve  cus tome r compla ints  re ga rding the  ina bility to conta ct

the company, and refund $8,250 advanced for an uncompleted main extension. The Commission25

26

27

28.

a ls o e xpre s s e d conce rns  in De cis ion No. 61892 with Mr. Willia ms on's  fa ilure  to inve s t s ufficie nt

1 Sheer Speed is a defunct public service corporation that was the predecessor-in-interest to Tonto Bas'm.

4.

4 DECIS ION no.
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1 ca pita l ne e de d for ope ra tions  a nd improve me nts , a s  we ll a s  Mr. Willia ms on's  ba nkruptcy filing.

2 Accordingly, the  Commiss ion e ncoura ge d Mr. Willia mson to se ll the  compa ny to a  ce rtifie d ope ra tor,

3 and indica ted tha t if such a  sa le  was  comple ted within 90 days  of the  Decis ion, the  adminis tra tive  fine

4  would  be  wa ive d (Id. a t 5). Fina lly, the  Commis s ion stated tha t fa ilure  to re me dy the  viola tions  or

5 se ll the  Company within 90 days  would re sult additiona l fines  of $100 pe r day.

6 7. On June  16, 2000, the  He a ring Divis ion is sue d a n Enforce me nt Orde r indica ting tha t

7 Arroyo Wa te r ha d not complie d with De cis ion Nos . 61149 a nd 61892, a nd tha t the  Compa ny mus t

8 pay a  fine  of $20,300 as  of the  da te  of the  Enforcement Order, or pena ltie s  would continue  to accrue .

9

10 8. On J une  13, 2001, S ta ff file d a  Compla int a ga ins t Arroyo Wa te r in Docke t No. W-

11 03672A-01-0474 (In the  Ma tte r of the  Compla int of Utilitie s  Divis ion S ta ffv, Arroyo Wa te r Co., Inc.)

12 ("Compla int Docke t") a lle ging tha t the  Compa ny ha d fa ile d to comply with De cis ion Nos . 61149 a nd

13 61892, as well as  the  June 13, 2000, Enforcement Order.

14 9. On S e pte mbe r 26, 2001, S ta ff file d a n Ame nde d Compla int a lle ging tha t ADEQ ha d

15 file d  a  Notice  of Viola tion ("NOV") a ga ins t Arroyo Wa te r for va rious  s ta tu tory a nd ADEQ rule

16 viola tions  .

17 10. On Nove mbe r 13, 2001, a  he a ring wa s  he ld in this  ma tte r a nd the  re cord wa s  he ld

18 ope n, pe nding submis s ion of la te -file d e xhibits . On De ce mbe r 5, 2001, the  Compa ny file d s e ve ra l

19 docume nts .

20 11. On Ma rch 15, 2002, a  P roce dura l Orde r wa s  is sue d dire cting S ta ff to file , by no la te r

21 than March 25, 2002, its  position regarding the  documents  filed on December 5, 2001 , a  s ta tement of

22 the  current s ta tus  of the  charges  in the  Compla int, and Sta ff" s  recommended disposition of the  matte r.

23 12. On Ma rch 19, 2002, S ta ff tile d  a  Motion to  Re -Ope n the  Re cord. By P roce dura l

24 Orde r is sue d April 2, 2002, the  re cord in this  ma tte r wa s  re -ope ne d a nd a  he a ring wa s  sche dule d for

25 May 9, 2002 .

26 13. At the  Ma y 9, 2002, he a ring, S ta ff wa s  dire cte d to inve s tiga te  Arroyo Wa te r's  CC&N

27 a nd the  Compa ny's  cla im to be  in complia nce  with a  Cons e nt Orde r is s ue d by ADEQ. On J une  4,

28 2002, S ta ff submitte d the  re sults  of its  inquiry. S ta ff s ta te d tha t, a ccording to ADEQ, Arroyo Wa te r

Complaint Docket (W-03672A-01_0474)

5 DECISION NO.
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1 was in compliance with all aspects of the Consent Order with the exception of payment of a fine.

2 14. On April 14, 2004, a Procedural Order was issued directing Staff to file a statement

3 regarding, at a minimum, the status of Arroyo Water's compliance with any prior Consent Orders

4 with ADEQ, the Company's compliance with ADEQ testing and water quality requirements, whether

5 Staff believed the record should be re-opened to receive additional testimony or evidence in the

6 docket, and Staff" s overall recommendation for resolving the Complaint Docket.

7 15. On May 24, 2004, Staff filed a Memorandum replying to the April 14, 2004,

8 Procedural Order. Staff indicated, among other things, that ADEQ had closed a prior Consent Order

9 against Arroyo Water but it appeared the system improvements that were the basis for the Consent

10 Order were never completed. Staff claimed further that, based on its recent investigation, Kyle and

l l Kacy Parker appeared to have purchased the assets of Arroyo Water from Richard Williamson, the

12 prior owner, yet no application for transfer of assets or for a CC&N under the Parkers' ownership had

13 been filed with the Commission. Staff recommended that the record be reopened, that the Parkers be

14 ordered to file a formal application for approval of the sale of assets/transfer of ownership & CC&N

15 or for a new CC&N and sale of assets; and that the Parkers determine the appropriate business

16 structure of the water utility under their ownership .

17 16. On June 25, 2004, a Procedural Order was issued directing Arroyo Water and/or Kyle

18 and Kacy Parker to file by July 15, 2004, a response to the comments/allegations set forth in Staff' s

19 May 24, 2004 Memorandum. The June 25, 2004 Procedural Order also scheduled a hearing for July

20 30, 2004 to address the issues raised by Staff' s Memorandum.

21 17. No response was received to the June 25, 2004, Procedural Order and, on July 20,

22 2004, a Procedural Order was issued vacating the July 30, 2004, hearing date and directing Staff to

23 file an updated report regarding the ownership and operational status of Arroyo Water, including

24 ongoing issues with respect to ADEQ compliance and any other relevant information.

25 18. On July 30, 2004, Staff filed an updated Memorandum regarding the status of Arroyo

26 Water and ADEQ compliance. According to Staff, Mr. Williamson claimed to have sold the

27 Company to the Parkers, although Mr. Williamson apparently remained the Certified Operator for

28 Arroyo Water. Staff also reported that there were no current ADEQ consent orders regarding Arroyo

6 DECISION NO.
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1 Water

2 19. On Augus t 6 , 2004, Ka cy P a rke r s ubmitte d  a  re s pons e  to  S ta ffs  Me mora ndum

3 According to Mr. P a rke r's  filing, he  ha s  owne d a nd ma na ge d the  Compa ny s ince  2003 a nd te s ting

4 wa s  be ing done  by a n e mploye e  of Willia ms on Engine e ring. Mr. P a rke r a ls o indica te d tha t he

5 inte nde d to comply fully with ADEQ re quire me nts  to a void future  viola tions  a nd tha t he  inte nde d to

6 file  a  request for sa le  of asse ts  and for a  new CC&N

20. By Procedura l Orde r is sued September 13, 2004, the  Pa rke rs  were  directed to file , by

8 October 15, 2004, an applica tion for sa le  of a sse ts  and for transfe r of the  CC&N for Arroyo Wate r

9

10 21 On Octobe r 19 , 2004 , Ka cy P a rke r db  Arroyo  Wa te r file d  a n  a pplica tion  in  the

11 above-captioned docke t for a  new CC&N and for approva l of the  sa le  of asse ts  to Kacy Parker

12 22. By Procedura l Orde r is sued April 19, 2005, S ta ff was  directed to file  a  S ta ff Report by

13 J une  3, 2005, a ddre s s ing the  owne rs hip a nd ope ra tiona l s ta tus  of Arroyo Wa te r, a s  we ll a s  a ny

14 ongoing is s ue s  with  re s pe ct to  ADEQ complia nce  a nd S ta ff"s  re comme nda tion re ga rding the

15 proposed trans fe r of a sse ts  and is suance  of a  CC&N to Kacy Pa rke r db Arroyo Wate r Company

16 23. On J une  24, 2005, S ta ff file d its  S ta ff Re port s ta ting a dditiona l informa tion wa s

17 ne e de d from Arroyo Wa te r be fore  S ta ff could comple te  its  re vie w a nd is s ue  a  re comme nda tion

18 rega rding the  applica tion. Arroyo Wate r fa iled to re spond to the  S ta ff Report a s  orde red

19 24. By P roce dura l Orde r is sue d Fe brua ry 10, 2006, Arroyo Wa te r wa s  a ga in orde re d to

20 tile  a  re sponse  to the  S ta ff Re port, this  time  by no la te r tha n Fe brua ry 24, 2006. Arroyo Wa te r a ga in

21 fa iled to respond to the  directives  in the  Procedura l Order

22 25. By P ro c e d u ra l O rd e r  is s u e d  Ma y 1 7 ,  2 0 0 6 ,  S ta ff wa s  d ire c te d  to  file  a

23 re comme nda tion for a ppropria te  a ction to be  ta dce n in this  ma tte r including, but not limite d to

24 pursuing an Orde r to Show Cause  aga ins t Arroyo Wate r

25 26. On May 31, 2006, S ta ff filed a  Response  indica ting tha t it intended to request an Order

26 to Show Cause  aga ins t the  Company

27

CC&N/Tra ns fe r Doc ke t (W-04286A_04-0774)

On October 26, 2006, the Commission issued an Order to Show Cause ("OSC") against Arroyo Water in Docket No
W-04286A-06-0399, based on Staffs Complaint that: the Company had failed to provide timely responses to the June 24

7 DECIS ION no



2005, Staff Report issued in the above-captioned CC&N/Transfer application docket (W-04286A-04-0774) regarding,
among other things, a total of 18 customer complaints that had been received regarding billing issues, inability to contact
the Company, and low pressure and water quality. On November 22, 2006, and December 13, 2006, the Company tiled
letters and attachments detailing customer complaints during 2005 and 2006, as well as the actions taken by the Company
to resolve the complaints.

3 Arizona Department of Water Resources ("ADWR") Identification No. 55-805621

DECISION no.8
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7 On Fe brua ry 15, 2007, Arroyo Wa te r file d a  Gila  County Re s olution gra nting the

8 Company a  15-year franchise  to opera te  in the  County.

9 31. On Ma rch 16, 2007, S ta ff file d a  S ufficie ncy Le tte r indica ting tha t Arroyo Wa te r's

10 a pplica tion me t the  sufficie ncy re quire me nts  in the  Arizona  Adminis tra tive  Code .

11 32. By Procedura l Order issued April 4, 2007, a  hea ring was  scheduled for June  12, 2007,

12 the  Applica nt wa s  dire cte d to publish a nd ma il to e a ch of its  cus tome rs  notice  of the  a pplica tion a nd

13 the hearing date .

14 33.

1 27. On De ce mbe r 6, 2006, S ta ff file d a n Ins ufficie ncy Le tte r s e tting forth the  s pe cific

2 areas  in which Sta ff deemed the  Company's  applica tion to be  deficient.

3 28. On De ce mbe r 22, 2006, Arroyo Wa te r tile d docume nta tion in re s pons e  to S ta ffs

4 Ins ufficie ncy Le tte r.

5 29. On Februa ry 7, 2007, the  Company filed additiona l informa tion in re sponse  to S ta ff" s

6 re que s ts .

30.

On  Ma y 1 4 ,  2 0 0 7 , S ta ff file d  a  S ta ff Re port a nd  Dire ct Te s timony of Ble s s ing

15 Chukwu.

16 34.

17 a pplica tion in this  proce e ding.

18 35. On June  8, 2007, the  Compa ny file d copie s  of corre sponde nce  be twe e n the  Pa rke rs

19 and Staff, and be tween Gila  County and Kacy Parker.

36. The  he a ring wa s  he ld on J une  12, 2007, a s  s che dule d, be fore  a  duly a uthorize d

On J une  5 , 2007 , Arroyo  Wa te r file d  a  numbe r o f docume nts  in  s upport o f its

20

21 Adminis tra tive  Law Judge .

22 37. According to S ta ff, the  Arroyo Wa te r sys te ms  cons is ts  of one  90 ga llons  pe r minute

23 ("rpm") we ll, one  11,000 ga llon s tora ge  ta nk, one  2,500 ga llon pre ssure  ta nk, a  boos te r pump, a nd

24 dis tribution s ys te m s e rving 86 cus tome rs . The  Compa ny cla ims  tha t once  the  tra ns fe r ha s  be e n

25

26

27

28
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1 approved, it intends  add 24,000 ga llons  of additiona l s torage  a t the  well s ite , 24,000 ga llons  of

2 storage and a booster pump at a site on the system's east side, and replace the existing pressure tank

3 with a new 2,000 gallon pressure tank (Ex. S-2, Staff Report at 3).

4 38. Staff stated that Arroyo Water's non-account water could not be determined because

5 the Company's well is not equipped with a well meter which records water pumped (Id. at 4).

6 39. The Staff Report indicates that the Company was purchased by Kyle and Kacy Parker

7 on Ma rch 25, 2003, from Richa rd Willia mson, for $45,000. The  sa le  was  conditioned on the

8 Commission's approval, and that all fines or levies must be removed by Mr. Williamson prior to final

9 transfer. The Company operates under the corporate name Arroyo Water Company, Inc., with Kacy

10 Parker serving as president and his father, Kyle Parker, serving as vice-president. Kyle Parker is not

l l involved in the Company's day-to-day operations, although he and his son each own 50 percent of

12 the Company's  s tock (Id ).

13 40. The Arroyo Water system is located near the Town of Punkier Center, approximately

14 43 miles from Payson, in Gila County. All customer security deposits were transferred to the Parkers

15 under the sale agreement. There are no refunds due on meter or line installations, and there are no

16 main extension agreements in existence for the Company (Id. at 5).

17 41. Staff indicated that ADEQ regulates the Arroyo Water system under ADEQ Public

18 Water System Identification No. 04-083. At the time of the Staff Report, the la test ADEQ Drinking

19 Water Status Report, dated July 14, 2006, stated that ADEQ could not detennine if the system was

20 delivering water that meets water quality standards based on the lack of consumer confidence reports

21 for the years 2002 through 2005; lack of completion of baseline lead and copper monitoring, and lack

22 of annual nitrate analyses for 2004 and 2005. ADEQ also reported that the system had inadequate

23 storage (Id.).

24 42. The Staff Report states that ADEQ inspected the Arroyo Water system on November

25 3, 2006, and, as a  result of the inspection, issued an NOV on December 15, 2006. The NOV was

26 issued for failing to have adequate water storage, failing to have a certified operator, and failing to

27 mainta in the  pressure  tank. The NOV also lis ted deficiencies  for fa ilure  to monitor for coliform in

28 December 2005 and January 2006, and for failing to take repeat coliform samples in July and August

9 DECISION NO.
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1 2006. On Ma rch 7, 2007, ADEQ is s ue d a  re s pons e  to Arroyo Wa te r's  s ubmis s ions  re la te d to the

2  De ce mbe r 15 , 2006 , NOV. ADEQ indica te d tha t complia nce  ha d be e n a chie ve d for a ll of the

3 monitoring a nd re porting de ficie ncie s , a nd tha t the  Compa ny ha d e mploye d a  ce rtifie d ope ra tor.

5 s torage  and facility ma intenance  requirements  (Id a t 5-6).

6 43. According to S ta ff, Arroyo Wa te r's  sys te m is  in complia nce  with the  curre nt 10 pa rts

7 pe r billion ("ppb") a rs e nic limit impos e d by the  U.S . Environme nta l P rote ction Age ncy ("EP A").

8 Howe ve r, S ta ff ind ica te d  tha t the  Compa ny ha d  no t, a t the  time  o f the  S ta ff Re port,  tile d  a

9 curta ilme nt pla n ta riff or a  ba ckflow pre ve ntion ta riff.

10 44. Based on its  review, S ta ff recommended tha t the  Commiss ion deny the  applica tion for

l l tra ns fe r of the  a s s e ts  a nd CC&N to Kyle  a nd Ka cy P a rke r db Arroyo Wa te r due  to the  fa ilure  of

12 Arro yo  Wa te r to  co mp ly with  De c is io n  No .  6 7 2 3 1 ,  a s  we ll a s  n o n co mp lia n ce  with  ADE Q

13 re quire me nts  fo r monito ring  a nd  re porting . Alte rna tive ly,  S ta ff re comme nde d  tha t,  if the

14 Commiss ion de te rmines  it is  in the  public inte res t to grant the  proposed transfe r of a sse ts  and CC&N

15 to Arroyo Wate r, such approva l should only be  granted subject to the  following conditions  :

16

17

18

19

20

21

22

23

24

a ) The  Compa ny s hould be  re quire d to cha rge  the  ra te s  a nd cha rge s
curre ntly in  e ffe ct for Tonto Ba s in Wa te r Compa ny. In  a ddition to
colle ction of its  ra te s  a nd cha rge s , the  Compa ny ma y colle ct from its
cus tome rs  a  proportiona te  s ha re  of a ny privile ge , s a le s  or us e  ta x
pursua nt to A.A.C. R14-2-409(D)(5).

b) The  Compa ny s hould be  re quire d to  file  with  Docke t Control, a s  a
complia nce  ite m in this  docke t, a  s che dule  of its  a pprove d ra te s  a nd
cha rge s  us ing the  na me  Arroyo Wa te r Compa ny, Inc., within 30 da ys
from the  e ffective  da te  of this  decis ion.

c) The  Compa ny should be  re quire d to file  a  ge ne ra l ra te  a pplica tion, if it
wishes  to increase  its  ra te s , us ing the  most recent 12-month pe riod for
its  te s t pe riod.

d) The  Compa ny should be  re quire d to ma inta in its  books  a nd re cords  in
a ccorda nce  with the  NARUC Uniform Sys te m of Accounts  a nd file  a n
affidavit a ttesting to such by December 3 l , 2007 .

e ) The  Compa ny s hould be  re quire d to  file  with  Docke t Control, a s  a
complia nce  ite m in  th is  docke t, a  copy of the  ADEQ Approva l o f
Cons truction ("AO C ") for the storage a dditions and other
improvements by December 31 , 2007.

f) The  Compa ny should be  re quire d to ins ta ll a  we ll me te r on its  we ll a nd
demonstra te  compliance  with this  requirement by September 30, 2007.

25

26

27

28

1 0 DECISION NO.



I lm

DOCKET no. W-04286A-04-0774

g) The  Compa ny should be  re quire d, be ginning Octobe r 2007, to re cord
the  wa te r pumpe d e a ch month to de te rmine  the  le ve l of wa te r los s . If
a fte r 12 months  the  Company de te rmines  tha t the  leve l of wa te r loss  is
in e xce ss  of 10 pe rce nt, the  Compa ny mus t ta ke  imme dia te  a ction to
reduce  the  leve l to 10 pe rcent or le ss , and sha ll report the  re sults  of its
wa te r los s  by filing a  re port with Docke t Control by Nove mbe r 2008.
S ta ff mus t the n file  a  re s pons e  to the  Compa ny's  re port, a long with
any recommendations, by December 31, 2008.

h) The  Compa ny s hould be  re quire d to  file  with  Docke t Control, a s  a
complia nce  ite m in this  docke t, for a  pe riod of 12 months  following
this  De cis ion, docume nta tion s howing tha t the  monthly monitoring
re q u ire d  b y ADEQ to  d e te rmin e  co mp lia n ce  with  th e  ma ximu m
conta mina nt le ve l for tota l coliform ba cte ria  ha s  be e n conducte d a nd
tha t the  Compa ny's  wa te r qua lity is  in complia nce  with ADEQ rule s .

i) The  Compa ny s hould be  re quire d to  ma ke  a ll corre ctions  to  ADWR
re gis tra tion re cords  to re fle ct Arroyo Wa te r's  owne rship of the  Arroyo
sys te m we ll, a nd a lso de mons tra te  complia nce  with this  re quire me nt
by December 31, 2007.

j) The  Compa ny s hould be  re quire d to file  a  curta ilme nt ta riff within 45
da ys  of the  e ffe ctive  da te  of th is  De cis ion . The  ta riff s hould  be
docke te d  a s  a  complia nce  ite m in  th is  docke t for the  re vie w a nd
ce rtifica tion of S ta ff.

k) The  Compa ny s hould be  re quire d to file  a  ba ckflow pre ve ntion ta riff
within 45 da ys  of the  e ffe ctive  da te  of this  De cis ion. The  ta riff should
be  docke te d a s  a  complia nce  ite m in this  docke t for the  re vie w a nd
ce rtifica tion of S ta ff.

1) The  Compa ny s hould be  re quire d to  file  with  Docke t Control, a s  a
compliance  item in this  docke t, a  ce rtifica tion, rece ipt, and/or cance led
check from the  Gila  County Treasure r's  Office  tha t a ll liens  have  been
pa id, within 45 days  of the  e ffective  da te  of this  Decis ion.

m) The  Commiss ion's  De cis ion should be  cons ide re d null a nd void, a fte r
due  proce s s , if the  Compa ny fa ils  to me e t the  time line s  s e t forth in
Staff s  recommendations .

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

2 1

22

23

24

25

26

27

28

45. At the  hea ring, Kyle  Pa rke r te s tified on beha lf of the  Company. Mr. Pa rke r s ta ted tha t

he  wa s  willing to  a bide  by S ta ffs  re comme nda tions  to  ga in a pprova l of the  a s s e t tra ns fe r a nd

is s ua nce  of a  CC&N (Tr. 44-53). He  te s tifie d tha t he  would unde rta ke  the  a dditiona l s tora ge

recommended by Sta ff and indica ted tha t the  necessary engineering had a lready been comple ted. He

a lso s ta ted tha t the  necessa ry liunds  had been se t a s ide  to cons truct an additiona l 48,000 ga llons  of

s tora ge  ca pa city (Tr. 28, 47-48). Mr. P a rke r indica te d tha t the  Compa ny wa s  in complia nce  with

ADEQ monitoring re quire me nts  (Tr. 34). He  a ls o te s tifie d tha t prope rty ta xe s  of a pproxima te ly

$11,000 we re  owe d to Gila  County, of which Mr. Willia ms on wa s  obliga te d to pa y a pproxima te ly
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1

2

3

4

5

6

7

8

$7,000. Howe ve r, Mr. P a rke r s ta te d tha t he  wa s  willing to pa y the  e ntire  a mount of ba ck ta xe s  to

Gila  County a nd pursue  re cove ry of Mr. Willia mson's  obliga tion dire ctly with him (Tr. 39-41).

46. S ta ff witness  De l Smith te s tified tha t if the  Company adds  the  planned 48,000 ga llons

of s torage , for a  tota l s torage  capacity of 59,000 ga llons , it would have  adequa te  s torage  for current

cus tome rs  a nd proje cte d growth for a t le a s t the  firs t five  ye a rs . He  a lso indica te d tha t the  Compa ny

ha s  sufficie nt production ca pa city to se rve  curre nt cus tome rs  plus  a n a dditiona l 178 cus tome rs . He

s ta ted tha t the re  was  s till a  need for the  we ll me te r and production monitoring to measure  the  extent

of water losses  on the  system (Tr. 66-72).

9 47. S ta ff witne s s  Ble s s ing  Chukwu  te s tifie d  tha t S ta ff re comme nds  de n ia l o f the

10

11

12

13

14

15

16 48.

17

18

19

20

21

application based on the Company's failure to attain compliance with prior Commission Orders and

with ADEQ requirements. She pointed speciticdly to Mr. Parker's lack of compliance with a

Commission Order involving the Jake's Comer Water System, which is also owned and operated by

Kacy Parkers. However, she indicated that if the Commission approves the application, Staff is

willing to assist the Company in complying with the various recommendations set forth in the Staff

Report as a condition of approval (Tr. 93-95).

In a filing docketed on June 5, 2007, the Company responded to each of the findings

and recommendations contained in the Staff Report. The Company indicated the following: it has

complied Mth all ADEQ monitoring requirements, filed the schedule of approved rates in the name

of Arroyo Water; agreed to file the ADEQ Approval of Construction for the storage tanks and

facilities improvements, agreed to install a well meter and conduct the recommended monitoring

proposed by Staff, that it has filed the required form and fee with ADWR to reflect the change in

22

23

24

25

26

27

28

4 Staff indicated in its Staff Report that a Complaint and Petition for Order to Show Cause was tiled by Staff on April 17,
2007 (Docket No. W-04249A-04-0249 et al.), against Kacy Parker db Jake's Comer Water System ("Jake's Corner") for
failure to comply with Decision No. 67231 (September 7, 2004). That Decision approved the transfer of assets and
CC&N of Jake's Comer to Kacy Parker, contingent upon Jake's Comer's installation of a storage tank, among other
things. On May 21, 2007, the Commission issued a Show Cause Order in Decision No. 69583 for failure to install the
additional storage capacity. Jake's Comer then filed an opinion by ADEQ which stated dirt die existing 5,000 gallon
storage/pressure tank complied with ADEQ regulations and was sufficient to serve the Jake's Comer service area
(approximately 20 customers). On September 17, 2007, Staff issued a Staff Report stating that the previously required
storage tank "is not a critical requirement at this time," and recommended that the storage tank issue be revisited in Jake's
Corner's next rate and/or financing application, and that it be required to file a rate case by no later than March 31, 2011.
Staff therefore requested that the Commission dismiss the Order to Show Cause approved by Decision No. 69583. By
Procedural Order issued September 19, 2007, a previously scheduled hearing was vacated.
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1 owne rship to Arroyo Wa te r, ha s  tile d the  curta ilme nt a nd ba ckflow ta riffs ; a nd, upon be ing gra nte d

2 the  CC&N, will pa y the  outs ta nding ta xe s  to Gila  County within 30 da ys  of a pprova l a nd docume nt

3 such payment with the  Commiss ion.

4 49. Through le tte rs  a nd a tta che d docume nts  tile d with the  Commiss ion on July 30, 2007,

5 October 22, 2007, and December 21, 2007, the  Company re ite ra ted tha t it has  complied with a ll of the

6 conditions  recommended by S ta ff, with the  exception of the  ins ta lla tion of additiona l s torage  capacity

7 and a  new pre ssure  tank. Specifica lly, the  Company indica ted tha t it ha s : upda ted its  billing ca rds  and

8 time ly bille d cus tome rs , a ddre s s e d the  J a ke 's  Corne r s tora ge  is s ue , s ubmitte d curta ilme nt a nd

9 ba ckflow pre ve ntion ta riffs , file d the  re quire d s che dule  of ra te s , file d the  re quis ite  informa tion with

10 ADWR to re fle ct the  cha nge  of owne rs hip, a nd obta ine d a  Gila  County Fra nchis e . With re s pe ct to

l l ADEQ complia nce , the  Compa ny a tta che d a  le tte r from ADEQ da te d Ma rch 7, 2007, tha t it is  in

12 compliance  with a ll ADEQ requirements  with the  exception of the  s torage  and pressure  tank issues .

13 50. On Februa ry 1, 2008, the  Company tiled a  le tte r s ta ting tha t the  Franchise  it re ce ived

14 from Gila  County wa s  due  to e xpire  on Fe brua ry 6, 2008, be ca us e  the  Fra nchis e  wa s  is s ue d on

15 Fe brua ry 6, 2007, a nd wa s  continge nt on Arroyo Wa te r re ce iving a  CC&N from the  Commis s ion

16 within one  ye a r.

17 51. On Februa ry 5, 2008, S ta ff filed a  Response  to the  Company's  le tte r s ta ting tha t S ta ff

18 doe s  not oppos e  giving the  Compa ny 365 da ys  from the  da te  of this  De cis ion to obta in a  ne w Gila

19 County Fra nchis e .

20

21 52. Although much of the  re s pons ibility for the  Arroyo Wa te r s ys te m's  (fa  Tonto Ba s in

22 Wa te r Compa ny, fa  S he e r S pe e d, Inc.) le ngthy his tory of non-complia nce  with Commiss ion Orde rs

23 a nd  ADEQ ru le s  lie s  with  Richa rd  Willia ms on , the  P a rke rs  d is p la ye d  a  s imila r d is re ga rd  for

24 re gula tory complia nce  upon a s s uming ope ra tiona l control of the  Compa ny in 2003, a nd the re a fte r.

25 As  de scribe d a bove , the  P a rke rs  re pe a te dly fa ile d to re spond to dire ctive s  to provide  informa tion to

26 Sta ff, and fa iled or re fused to acknowledge  rece ipt of P rocedura l Orde rs , even for those  Orde rs  sent

27 via  Ce rtifie d Ma il. As  is  we ll docume nte d in the  re cord, the  P a rke rs  ha ve  a ls o ha d re curring ADEQ

28 compliance  issues.

Conclus ion
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1 It a ppe a rs  tha t the  P a rke rs  ha ve  more  re ce ntly ga ine d a  gre a te r a ppre cia tion for the

2 importa nt re spons ibilitie s  tha t a re  re quire d in the  ope ra tion of a  public se rvice  corpora tion, e spe cia lly

3 one  tha t provide s  wa te r s e rvice  to ca ptive  cus tome rs . For e xa mple , the  Compa ny cla ims  to ha ve

4 upda te d its  billing ca rds  a nd time ly bille d cus tome rs , re solve d prior cus tome r compla ints , a ddre s se d

5 the  J a ke 's  Come r s tora ge  is s ue , s ubmitte d curta ilme nt a nd ba ckflow pre ve ntion ta riffs , tile d the

6  re quire d  s che dule  of ra te s , file d  the  re quis ite  informa tion  with  ADWR to  re fle ct the  cha nge  of

7  o wn e rs h ip ,  o b ta in e d  a  G ila  Co u n ty F ra n c h is e ; a n d  c o me  in to  c o mp lia n c e  with  a ll ADE Q

8 re quire me nts  (with the  e xce ption of the  s tora ge  a nd pre s sure  ta nk is sue s ). Mr. P a rke r a lso te s tifie d

9 unde r oa th tha t the  e ngine e ring pla ns  for a dding 48,000 ga llons  of s tora ge  we re  comple te ; tha t the

10 funds  needed to cons truct the  additiona l s torage  capacity and replace  an exis ting pre ssure  tank have

l l been se t a s ide ; and tha t he  would pay a ll de linquent property taxes  to Gila  County within 30 days  of a

12 De cis ion in this  ma tte r. He  furthe r a gre e d to a bide  by a ll of the  re comme nda tions  s e t forth in the

13 Sta ff Report.

14 54. Despite  recent improvements  in responsiveness , the  past actions of Arroyo Water must

15 be  taken into cons ide ra tion with re spect to whe the r the  Pa rke rs  a re  fit and prope r to hold a  CC&N to

16 provide  wa te r utility s e rvice s . We  re ma in conce rne d tha t, once  the y a re  gra nte d a  CC&N for Arroyo

17 Wa te r, the  P a rke rs  will re turn to  prior form a nd fa il to  ma inta in  complia nce  with  a ll re gula tory

18 requirements  imposed by this  Commiss ion, ADEQ, and othe r gove rnmenta l entitie s .

19 55. Howe ve r, ba s e d on the  e ntire ty of the  re cord, we  find tha t the  a pplica tion for the

20 tra ns fe r of a s s e ts  a nd a  CC&N file d by Kyle  a nd Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc.,

21 should be  gra nte d, subje ct to a  numbe r of conditions . Firs t, to the  e xte nt tha t Arroyo Wa te r ha s  not

22 previous ly filed documenta tion tha t evidences  compliance  with S ta ff' s  recommenda tions  described in

23 Finding of Fa ct No. 44, the  Compa ny s hould  comply with  S ta ffs  re comme nda tions  with in  the

24 timeframes se t forth in the  S ta ff Reports  . Each of the  requirements  discussed in the  S ta ff Report must

25 be  me t to S ta ffs  sa tis faction.

26 56. Arroyo Wa te r mus t comply with e a ch of the  S ta ff re comme nda tions  s e t forth be low,

2 7

2 8

53.

5 For certa 'm of the  timelines  tha t ha ve expired, revis ed da tes  for complia nce  a re  s e t forth below a nd in the  ordering
paragraphs  of this  Decis ion. _
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1 s ubje ct to the  modifie d da te s  (s e t forth in bold print):

2

3

4

5

6

7

8

9

10

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

19

20

21

22

23

24

25
j)

26

27

28

a) The  Company should be  required to charge  the  ra tes  and charges
currently in e ffect for Tonto Bas in Wate r Company. In addition to
collection of its rates and charges, the Company may collect from its
customers  a  proportionate  share  of any privilege , sa les  or use  tax
pursuant to A.A.C. R14-2-409(D)(5).

b) The  Company should be  required to file  with Docke t Control, a s  a
compliance item in this docket, a  schedule of its  approved rates and
charges using the name Arroyo Water Company, Inc., within 30 days
from the effective date of this decision.

c) The Company should be required to file a general rate application, if it
wishes to increase its rates, using the most recent 12-month period for
its test period.

d) The Company should be required to maintain its books and records in
accordance with the NARUC Uniform System of Accounts and file an
affidavit attesting to such by Augus t 31, 2008.

e ) The  Company should be  required to file  with Docke t Control, a s  a
compliance  item in this  docke t, a  copy of the  ADEQ Approva l of
Construction ("AOC") fo r th e storage additions and other
improvements by Augus t 31, 2008.

f) The Company should be required to install a well meter on its well and
demonstrate compliance with this requirement by May 30, 2008.

g) The Company should be required, beginning J une 2008, to record the
water pumped each month to determine the level of water loss. If after
12 rondos the Company determines that the level of water loss is  in
excess  of 10 percent, the  Company must take  immedia te  action to
reduce die level to 10 percent or less, and shall report the results of its
water loss by filing a report with Docket Control by November 2009.
Staff must then file  a  response to the  Company's  report, a long with
any recommendations, byDecember 31, 2009.

h) The  Company should be  required to file  with Docke t Control, a s  a
compliance  item in this  docket, for a  period of 12 months  following
this  Decis ion, documenta tion showing tha t the  monthly monitoring
re quire d by ADEQ to de te rmine  complia nce  wide  the  ma ximum
contaminant level for total coliform bacteria has been conducted and
that the Company's water quality is in compliance with ADEQ rules.

i) The  Company should be  required to make  a ll corrections  to ADWR
registration records to reflect Arroyo Water's ownership of the Arroyo
system well, and also demonstrate compliance with this requirement
by Augus t 31, 2908.
The Company should be required to file  a curtailment tariff within 45
days  of the  e ffective  da te  of this  Decis ion. The  ta riff should be
docke ted a s  a  compliance  item in this  docke t for the  review and
certification of Staff.

k) The Company should be  required to file  a  backflow prevention tariff
within 45 days of the effective date of this Decision. The tariff should
be docketed as a  compliance item in this  docket for the  review and
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1
ce rtifica tion of S ta ff.

1) Th e  C o m p a n y s h o u ld  b e  re q u ire d  to  file  with  Do c ke t C o n tro l,  a s  a
complia nce  ite m in this  docke t, a  ce rtifica tion, re ce ipt, a nd/or ca nce le d
che ck from  the  Gila  County Tre a s ure r's  Office  tha t a ll lie ns  ha ve  be e n
pa id, within 45 da ys  of the  e ffe ctive  da te  of this  De cis ion.

2

3

4

5

57. In a ddition to  complia nce  with S ta ffs  re comme nda tions , a s  modifie d a bove , we

believe certain additional requirements are necessary to ensure ongoing compliance by Arroyo Water.

6 We will therefore require Arroyo Water to: file  documentation evidencing the final sale and transfer

7 of assets to Arroyo Water within 30 days, obtain a $5,000 performance bond or letter of credit as a

8 condition of approval of the Company's  application, file  Annual Reports  for all years through 2007

9 (if it has not already done so); file a rate case by no later than May 1, 2012, based on a 2011 test year,

10 obtain a Gila County Franchise within 365 days of the effective date of this Decision, and comply on

11 an ongoing basis with all ADEQ monitoring and reporting requirements and file in this docket every

12 s ix months , by June  30 and December 31 of each year (beginning June  30, 2008), an a ffidavit

13 attesting to such compliance, along with supporting documentation.

14 58. In order to facilita te  compliance  with the  directives  and conditions  se t forth in this

15 Decision, we will waive any existing lines or penalties  previously imposed on Arroyo Water or its

16 pre de ce s sors . In doing so, howe ve r, we  e xpe ct tha t Mr. Pa rke r will comply with e a ch of the

17 conditions se t forth in this  Decision, and will continue to remain in compliance with a ll applicable

18 rules and regulations of this  Commission and other regulatory bodies. If Mr. Parker and/or Arroyo

19 Water fa il to comply with such rules  and regula tions , or fa il to coopera te  fully with Sta ff, we  will

20 take any and all actions necessary to ensure compliance including, but not limited to, imposition of

21 pena lties  and appointment of an inte rim opera tor.

22 59. Because  an a llowance  for the  prope rty tax expense  of Arroyo Wate r is  included in the

Company's  ra tes  and will be  collected from its  customers , the  Commission seeks  assurances  from the23

24

25

26

27

28

Compa ny tha t a ny ta xe s  colle cte d from ra te pa ye rs  ha ve  be e n re mitte d to the  a ppropria te  ta xing

a uthority. It ha s  come  to the  Commiss ion's  a tte ntion tha t a  numbe r of wa te r compa nie s  ha ve  be e n

unwilling or una ble  to fulfill the ir obliga tion to pa y the  ta xe s  tha t we re  colle cte d from ra te pa ye rs ,

6 This waiver does not apply to the obligation to pay delinquent taxes, penalties or fees owed to any other governmental
entity.
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1 some  for a s  many a s  twenty yea rs . It is  re a sonable , the re fore , tha t a s  a  preventive  measure  Arroyo

2 Wa te r s hould  a nnua lly file , a s  pa rt of its  Annua l Re port, a n  a ffida vit with  the  Utilitie s  Divis ion

3 a tte s ting tha t the  company is  current in paying its  property taxes  in Arizona .

4 CO NCLUS IO NS O F  LAW

5 Arroyo Wa te r Compa ny, Inc., is  a  public s e rvice  corpora tion within the  me a ning of

2. The  Commis s ion ha s  juris diction ove r Arroyo Wa te r a nd the  s ubje ct ma tte r of the

1.

Notice  of the  applica tion was  provided in accordance  with law.

The re  is  a  public ne e d a nd ne ce ss ity for wa te r utility se rvice  in the  propose d se rvice

7

8 applica tion.

9 3.

10 4.

l l area.

12 S ubje ct to complia nce  with the  conditions  de scribe d he re ina bove , Arroyo Wa te r is  a

13 fit a nd prope r e ntity to re ce ive  a  CC&N for provis ion of wa te r utility se rvice  in the  se rvice  a re a  more

14 fully de scribe d in Atta chme nt A he re to .

5.

15

16 IT IS  THEREFORE ORDERED tha t the  a pp lica tion  o f Ka cy P a rke r db Arroyo Wa te r

17 Compa ny, Inc., for a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity a nd for a pprova l of the  s a le  a nd

18 tra ns fe r of a s s e ts  to the  Compa ny is  he re by a pprove d s ubje ct to the  conditions  s e t forth he re in.

19 Approva l of the  a pplica tion is  e xpre s s ly continge nt on complia nce  with the  conditions  de s cribe d in

20 this  Orde r a nd this  De cis ion will be  cons ide re d null a nd void, a fte r due  proce ss , if the  Compa ny fa ils

21 to comply with the  conditions  specified he re in.

22 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll tile

23 with Docke t Control, a s  a  complia nce  ite m in this  docke t, docume nta tion e vide ncing the  fina l s a le

24 and transfe r of a sse ts  to Arroyo Wate r, within 30 days  of the  e ffective  da te  of this  Decis ion.

25 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll be

26 re quire d to cha rge  the  ra te s  a nd cha rge s  curre ntly in e ffe ct for Tonto Ba s in Wa te r Compa ny. In

27 a ddition  to  colle ction  of its  ra te s  a nd cha rge s , the  Compa ny ma y colle ct from its  cus tome rs  a

28 proportiona te  sha re  of any privilege , sa le s  or use  tax pursuant to A.A.C. R14-2-409(D)(5).

ORDER
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1 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll file

2 with Docke t Control, a s  a  compliance  item in this  docke t, a  schedule  of its  approved ra te s  and cha rges

3 us ing the  name  Arroyo Wate r Company, Inc., within 30 days  from the  e ffective  da te  of this  Decis ion.

4 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll file  a

5 genera l ra te  applica tion, if it wishes  to increase  its  ra tes , us ing the  most recent 12-month period for its

6 te s t pe riod. The  Compa ny s ha ll file  a  ra te  ca s e  by no la te r tha n Ma y l, 2012, ba s e d on a  2011 te s t

7  ye a r.

8 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll

9 ma inta in its  books  a nd re cords  in a ccorda nce  with the  NARUC Uniform S ys te m of Accounts  a nd file

10 an affidavit a ttes ting to such by August 3 l , 2008.

l l IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll tile

12 with  Docke t Con tro l,  a s  a  complia nce  ite m in  th is  docke t,  a  copy o f the  ADEQ Approva l o f

13 Construction for the  necessary storage  additions and other improvements  by August 3 l , 2008.

14 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll ins ta ll

15 a  we ll me te r on its  we ll and demonstra te  compliance  with this  requirement by May 30, 2008.

16 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll,

17 be ginning J une  2008, re cord the  wa te r pumpe d e a ch month to de te rmine  the  le ve l of wa te r los s . If

18 a fte r 12 months  the  Company de te rmines  tha t the  leve l of wa te r loss  is  in excess  of 10 pe rcent, the

19 Compa ny mus t ta ke  imme dia te  a ction to re duce  the  le ve l to 10 pe rce nt or le s s , a nd sha ll re port the

20 re s ults  of its  wa te r los s  by filing a  re port with Docke t Control by Nove mbe r 2009. S ta ff mus t the n

21 file  a  response  to the  Company's  report, a long with any recommendations, by December 31, 2009.

22 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll tile

23 with Docke t Control, a s  a  complia nce  ite m in this  docke t e a ch month, for a  pe riod of 12 months

24 following this  De cis ion, docume nta tion s howing tha t the  monthly monitoring re quire d by ADEQ to

25 de te rmine  complia nce  with the  ma ximum conta mina nt le ve l for tota l coliform ba cte ria  ha s  be e n

26 conducte d a nd tha t the  Compa ny's  wa te r qua lity is  in complia nce  with ADEQ rule s .

27 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll

28 comply on a n ongoing ba s is  with a ll ADEQ monitoring a nd re porting re quire me nts  a nd file  in this

1 8 DECIS ION no.
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1 docke t e ve ry s ix months , by June  30 a nd De ce mbe r 31 of e a ch ye a r (be ginning June  30, 2008), a n

2 a ffida vit a tte s ting to such complia nce , a long Ma i supporting docume nta tion.

3 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll ma ke

4 a ll corre ctions  to  ADWR re gis tra tion re cords  to  re fle ct Arroyo Wa te r's  owne rs hip of the  Arroyo

5 system well, and a lso demonstra te  compliance  with this  requirement by August 31, 2008.

6 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll file  a

7 curta ilme nt ta riff within 45 da ys  of the  e ffe ctive  da te  of this  De cis ion. The  ta riff should be  docke te d

8 a s  a  complia nce  ite m in this  docke t in a  font a cce pta ble  to S ta ff.

9 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll file  a

10 ba ckflow pre ve ntion ta riff within 45 da ys  of the  e ffe ctive  da te  of this  De cis ion. The  ta riff s hould be

l l docke ted as  a  compliance  item in this  docke t in a  form acceptable  to S ta ff.

12 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll file

13 with Docke t Control, a s  a  complia nce  ite m in this  docke t, a  ce rtifica tion, re ce ipt, a nd/or ca nce le d

14 che ck from the  Gila  County Tre a s ure r's  Office  tha t a ll lie ns  ha ve  be e n pa id, within 30 da ys  of the

15 e ffective  da te  of this  Decis ion.

16 IT IS  FURTHER ORDERED tha t Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc., s ha ll file

17 Mth Docke t Control, a s  a  complia nce  ite m in this  docke t, a  copy of a  Fra nchise  from Gila  County to

18 opera te  in the  Company's  approved CC&Narea.

19 IT IS  FURTHER ORDERED tha t a pprova l o f Ka cy P a rke r db  Arroyo  Wa te r Compa ny,

20 Inc.'s  a pplica tion for a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity a nd tra ns fe r of a s s e ts  s ha ll be

21 expressly contingent on the  Company's  procurement of e ither a  Performance  Bond equa l to $5,000 or

22 a n irre voca ble  s ight dra ft Le tte r of Cre dit, in a  form a cce pta ble  to S ta ff in the  a mount of $5,000, a nd

23 the  Compa ny sha ll submit the  origina l Pe rforma nce  Bond or Le tte r of Cre dit with the  Commiss ion's

24  Bus ine s s  Office ,  with  cop ie s  o f the  Bond  o r Le tte r o f Cre d it file d  with  Docke t Con tro l,  a s  a

25  complia nce  ite m in  th is  docke t,  with in  45  da ys  o f the  e ffe c tive  da te  o f th is  De c is ion . The

26 Commiss ion ma y dra w on the  P e rforma nce  Bond or Le tte r of Cre dit, on be ha lf of, a nd for the  sole

27 be ne fit of the  Compa nie s ' cus tome rs , if the  Commiss ion finds , in its  dis cre tion, tha t the  Compa nie s

28 a re  not providing a de qua te  s e rvice . The  Commis s ion ma y us e  the  P e rfonna nce  Bond or Le tte r of

1 9 DECIS ION no.
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1 Cre dit funds , a s  a ppropria te , to prote ct the  Compa ny's  cus tome rs  a nd the  public  inte re s t a nd ta ke  a ny

2 a nd  a ll a c tions  the  Com m is s ion  de e m s  ne c e s s a ry,  in  its  d is c re tion ,  inc lud ing ,  bu t no t lim ite d  to

3 a ppointing a n inte rim  ope ra tor.  The  P e rform a nce  Bonds  or Le tte rs  of Cre dit s ha ll be  m a inta ine d a nd

4 copie s  of the  s a m e  file d a nnua lly on the  a nnive rs a ry da te  of the  initia l filing until furthe r Orde r of the

5 Com m is s ion or te n ye a rs  ha ve  pa s s e d, whiche ve r is  s oone r, a t which tim e  the  P e rform a nce  Bond or

6 Le t te r  o f C re d it  re q u ire m e n t  m a y b e  te rm in a te d  u p o n  a p p ro v a l o f a n  a p p lic a t io n  t ile d  b y th e

7 Com pa ny's  for te rm ina tion.

8 IT IS  F UR THE R  O R DE R E D th a t Ka c y P a rke r d b Arroyo  Wa te r Com pa ny,  Inc . ,  s ha ll file

9 Annua l Re ports  for a ll ye a rs  through 2007 within 45 da ys  of the  e ffe ctive  da te  of this  De cis ion.

10 IT  IS  F UR THE R  O R DE R E D th a t  Ka c y  P a rke r  d b Arro yo  W a te r C o m p a n y,  In c . ,  s h a ll

l l a nnua lly file  a s  pa rt o f its  Annua l Re port,  a n  a ffida v it with  the  Utilitie s  Div is ion  a tte s ting  tha t the

12 Compa ny is  curre nt in pa ying its  prope rty ta xe s  in Arizona .

13 | o

14 I 0

15 | 1

16 | u |

17 0 9
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IN W ITNE S S  W I- IE R E O F ,  1 ,  DE AN s .  MILLE R ,  In te r im
Exe cutive  Dire c tor of the  Arizona  Corp ora tion  Com m is s ion ,
ha ve  he re unto s e t m y ha nd a nd ca us e d the  officia l s e a l of the
Commis s ion to be  a ffixe d a t the  Ca pitol, in the  City of P hoe nix,
this da y of , 2008.

DE AN s .  MILLE R
INTE R IM E XE C UTIVE  DIR E C TO R

DIS S ENT

DIS S ENT
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S ERVICE LIS T FOR:

2  DO C KE T NO .:

1 KACY P ARKER db  ARROYO WATER COMP ANY

W-04286A-04-0774

Ka cy P a rke r db Arroyo Wa te r Compa ny, Inc.
HC 6, Box 1048-H
P a yson, AZ 85541
(VIA R E G ULAR  AND C E R TIF IE D MAIL)

Richa rd W. Willia ms on
Arroyo Wate r Company, Inc.
P .O. Box 231

3

4

5

6

7

8

9

Young, AZ 85554
(VIA R E G ULAR  AND C E R TIF IE D MAIL)

1 0

Chris tophe r Ke e le y, Chie f Couns e l
Le ga l Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington Street
P hoe nix, AZ 8500711

12

13

14

Ernest G. Johnson, Director
Utilitie s  Divis ion
ARIZONA CORP ORATION COMMIS S ION
1200 West Washington
P hoe nix, AZ 85007

15

16

17

18

19

20

21

22

23
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EXHIBIT HA"

ì*R0?8SED CAN AREA
FOR

Allow wgzrza c@m?=r4-',.m g

JUT43, 2063

The East half et Section 11, all of Seciioin 12, all sf Secliarn 13 and t§1e East half of
Section 14 of Tswnsbip 6 Hath, Range 19 "East, Gila and Salt River Base Meridian.

E XHIBIT c s A9 a
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